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Income Distribution

in the United States, 1950-53

INCOME of American fami-

number of family unita from
504 million to almest 51 mil-

lies EI;l‘;-irns.ﬂﬂﬂ‘?z bi]]ihl:ln inhlﬂﬁi-,
i T mora than the
or gt]:fﬁr 1953. Its stg,lgﬁ:
ity reflected - the various
forces, reviewed in previgus
jsanes of the Survey, thas
supported the flow of per-
sonal income during the Te-
¢ent business readjustment.
Biecause of the reduction m
Federal individueal | income
tax rates, income after Fed-

65 vaxta)

This arlce brings p-io=date the size distdbutlons of family
ineoma that were Initiated by ilhe Office off Business Economics
b a snpameni to the Furvey of Current Fusiness, “Incoms
Distribpllon in the Unlied Btates, By Slze, 1944-50.%
Gevernment Prioting Ofce, Washington 28, D, ., 1953, prics
It preserts revieed estimatey for 1950 and new asti-
raates for 1961 and 1953 Their derivataon g deseribed briedy
at the and oF the ardicle.  For a detsjled digewssion of defnitions
and ssurces and methods, and alsv far hack- rear data, che reader
I refarred is the Ineome Distribution supplement.

lion. Before-tar averaps in-
come was $5,330 in 1954,
differing little from 1953,

Taking into sccount the
moderate rize shown by avail-
abls price indexes for com-
sumer goods and eervices, it
appears that the real gfter-
tax wcome of tha sverage
American family was about
the some in the 2 yoars.

The real purchasing power

(V. 5.

eral tax Lahility incrensed by
%4 bﬂiljmé {;;ar %9&3 reaching
8 totel of $245 on. ..

This represented sn aversge after-tax family income of
$4,820 in 1054, Tha term family is used fo inchude un-
attached individuals as well as multiperson farmilies in this
article, exeept whers it it heegssery to distinguish these two
groups. The relative increase over 1953 In average mcome
was smaller than that in total income because of 4 rise in the

of the averagze American fam-
ily increased steadily over
most of the postwar period throuph 1953,  As compared with
1529, which provides s convenient prewar benchmark, the
inereass in averape real income afier Faderal income taxes
was roughly 30 percent. On & per capite basiz, the incresse
whs er—ahout 40 percent—sinca the siza of the family
was larger 25 years ago than at the presant tima.

Income Distribution in 1953

The frontispiece and table-1 show the 1853 distribution of
Americen Tamilies and of their total income by broad family
income brackets. Thesa figures are preliminary. The last
comprehensive source material regarding the sze distributicn
of income refers to 1951 and only e date are available
for 1952, Similarly, the estimatez of tex liahility are tenta-
tive. They are extrapolated from 1951 tax return informa-
tioz on the basis of changes in statutory tex rates and
estimetes of total tax liability derived from tax collections.

1954 distribution similar

Altho these cstimates apply epecifically to 1853, thay
can be taken as represenistive of the broad structure
of the consumer market in 1954, This is suggested by the
similarity of the income figures for the 2 years, both on an

egate and av hasis, and by the stability in the
mﬁﬁvﬂ distribution of income throughout the posterar pericd,
which is one of the major findings of this report. Howevar,
the impact of the Federn! income tax was somewhat smaller in
1854 thon in 1958 because of reductions averaging about 10

———
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percent in statutory tax rates and because of ravisions intro-
duced in the Internal Revenue Code of 1954,

The bars in the bottom saction of tha chart show the num-
ber of families in each ineome ranpe. The concentration of
families is henviest in the middle income ranges, althoygh a
eonsiderable number are to be found alza in the lowar income
groups. :

The est number of families are in the 83,000 to $4,000
broclket. The $4,000 to $5,000 range included thbe a.veraﬁfe
fmadian) femily ineoms, sstimated at $4.410 in 1953; b
of the families had incomes below and hal incomes abova
this amount. The income range betwoen §5,000 and $6,000
included the average (mesn) incoma of $5,370.

Each of these three groupz contained about 7 million
famnilies. Thus, 21 millior, or ¢ver 40 percentof the Nation’s
B0¥ million consumer umits had incomes from §3,000 to
§6,000. Almoszt 30 percent had incomes of %6000 or maore,
apd abont the same proportion received incomes of less than
$3,000, Certaan factors that should be takern inte account
in araluating the position of low jheome groups, euch a3 the
}Jmpundlsmnca of unatinched individuals, will be reviewed

afer.

As con be seen from the top panel of the chart, the dis-
tribution of income was pitched bigher on the income scale
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16 SURVEY OF CURRENT BUSINESS

than the distribution of families. The largest amount of
ingome per $1,000 range was received by the group with
meomes between 5,000 and $6,000, and o substontial pro-
rtion of the income total sccrued to the middle income
rackete adjacent to thi= group. The chart shows soncen-
tration of incomes also in the upper income renges; thess, of
eourse, accountad for a much larger proportion of the total
consumer maorked i terms of incomes t&n in terms of the
number of families.

Impact of income tox

_Becanse of taxation, the distribution of purchasing or
differed from the distribution of before-tax moomes, Iﬁ this
report allowance has been made for the impacs of the Federal
individusal income tox, which was the most important factor
in this eonnection.

In 1253, {otal Federal individual incoma tax Hability was
about 330 "bﬂhﬂn, or 11 percent of before-tax income. Capital
going toxes are exeludad from this fofal becanse the gains
themeselves ave not part of persoanl income. A loarger than
proportionate share of the ncome tax was paid by the high
meoma groups. For instance, familise in the $15,000 and
over income bracket received approximately 15 pereent of
hefore-tax income but accounted for about 35 percens of total
Federal income tax liability. Effective Fedsral income tax
vates (tax lishility expressed ns e percent of totel before-tax
income) increased from u negligible propertion in the low
brackets to 25 parcent ie the $15,000 and over group.

In the interpretation of these retes several poinke should
be kept in mind. Ino the first place, the 15,000 and over
qup, which is not broken down further for 1953 becaunse of

ack of uate information, represents the comhination of
income brackets for which the ineidence of the Federal income
tag is widely different, It isin $hese braclkets that the pradu-
ation of this tax iz most substantial snd units high ap on the
scale are subject to tax Tates that are much beavier than the

Table L=—Distobution of Familics, Fornily Foecome, and Federad
Ineonte Tax Liahitier, by Family Inceme Level in 1955
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nversse for the group. In 1051, for instance, fnmpides in the
350,000 end over group wers subject to an effective rats of
40 percent as compared with n Tate of 24 percent for the
$156,000 and over group as a whole. .
Secondly, personal income is defined to inelude elementa
that are not taxable, such as certsin types of income in kind
and transier payments; slso for vartous ressons other forms
of personal incorne are not fully reported on income tax re-

Afarch 1085

furns, Thus, the efftetive rates on personal income shown
here are somewhab lower than those derived directly from tax
returne. Further, thess effective rites ropresent averages on
the incomes of families differing widely with respect to
composition and size and hence with r{ﬂnmt- to tax hability.
Finally, the rates are averages on total income before de-
ductions wod exemptions, and not the steeper marginal rates,
inplreit in these averages, to which ipcrements of income
are snhjact,

Table 2=Fomilies and Thelr Incawies by Family Fncome Lovel,

1947 and 1953
Hombor of
fnmilles and  (Fokrly personsl
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For the hroad incomme groups shown, the impeet of the
Federsl income tex mrodifies the pattern of the before-tax
ineome distribution but doss not @ its penarsl puthne,
Flowever, if the $15,000 and over ineome group could be
broken down forther, it would become evident that families
in suecessivaly highor positions on the income scale expericnce
a marked progressive redeetion in thetr sbhare of total after-
tax purchasing power as compared with their share of total
bafore-tax imcoms. In 10851, for exm:ijple, femilies in the
$50,000 and over income groups received 3% percent of total
bafore-tax income but ascounted for only 2X percent of
afiar-tax purchasing power.

Broad income groups

Additioral light is throwm on consumar income and pur-
chasing power if the size distribution date ave expressed in a
manner that serves to summarize the income position of the
MNation's families relative to each otker, This 18 done o
the a-:t_:umpa.n{ing. chort in which families bave been ranked
according to the size of their before-tax income and divided
into five groups of equal number,  For each group, and alo
for the tgp 5 percent, the chart shows ila percantags shnre of
total hefere-tax income, of total Federsl individual income
tax linbility, and of total sfter-tax incomea,

Families with incomes under $2,200 com
fifch of consumer units in 1953 n.nci_ received about 5 5;1;::&:11. _
of total bafore-tax income. The nexé two groups i
counted for proportions of beforetax income that were
smadier than their relative numbers. The remaining two
groups received a larger than proportionate share, with the
top fth secounting for almost 45 percent of the incoma tosal.

The gradusied choarscter of the Fedaral individual income
tax is shown by this presentation elso. The lowest fifth of

1sed the lowaesk
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conswmer vhits was responsible for 1 pereent of total tax
lishility, in charp contrast to the top fifth which accounted
for 64 percent. The relative paymonis of the top group
would be higher if the lElmr'tu:m of the Federal ineome tax
relating to ¢apital gains had been included.

Tha effect of the Federal incoms tax car be sesn by coms-

unnﬁ' the proportions of before- and gfter-tax incomes
ﬁnr but the top group, percentage shares of efter-tax
iacome were somewhat ﬂ.tger than those of belore-tax
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inpcome. In contrast the relative share of the top fifth as a
whela wns reduced moderately as » consequence of the bax.
Withor this group the sffect of the Federal income tax
becomes more marked at successively higher points on the
income scale. For instance, the propertion of the top &
t of families comprising units with incomes over
$12,100 was reduced from almosi 21 to 18 percent, or by
one-vighth. Even more substanfial redustions are found in
vet higher income ranges.

Changes in Income Distribution, 1947-33

Most of the postwar period wos cheracterized by an
upsweep of moley ineomes which reflected in part the ad-
vanes in the price level. From 1947 to 1853 iotal family
income, both on 8 before- and after-tax basis, rose by almost
a0 t.  Average current dofler family income, shown
in the sccorapanying chars, rose by about 30 £, a3 the
pumber of famities inerensed one-cighth over the period.

Curreni dollar incomes

Table 2, which s on a before-taxr basis, shows that the
1947-53 increase I income was widely distmibuted and re-
sulted in & broad shift of families from the income ran
nnder 34 000 into higher income bruckets, and that & similor

shift ocourred #lzo in the distribution of total income. Thus
thas number of families with incomes of less than $4 000 da-
creased by one-fifth. In contrast, the nuwher with incomes
over $4,04K increasad by moere than 70 parcent and the tola)
amount of income in this range incregsed by more than S0
ent. As a consequence of the generel upward shift, the
st amount of income per $1,00%81?ange was found in the
25000 to %6,000 bracket in 1953, as compared with the
55,000 to §4,000 bracket in the 1947 distribution. .
In tarms of the major types of consumer gronps indnded in
tha overall disiribution, it is found that the wpward shift
between the two terminal g'mrs of the comparison reflectad
mainly the experienes of the nonfarm groups. The income
of farm operator families underwent considerable fluctustions

Distribution of Family Income, Federal Income Tax, and

After-Tax Income in 1953

PERCENT OF TOTAL

PERCENT OF TOTAL

B G 20
&0 - - 80
a0 L - - a0
FEOERAL
FWNCOME TAN
AFTER=-TAX WCIOMNE
BEFORE=TAX NWCOME
20 - - 20
fi] L = e e 5 s s 100 e 1]
L'WEST AFTH SECOMD THIRD FOURTH HKZHEST AIFTH TOF 5%
(INCOMES LHDER (INCOMES OF AHOOMES OF {INCOMES OF {INCOMES OF IHCONES OF
2000 $2.200 o K0 $3,750 10 5,130) $5030 0 70501 K 7080 ond ararl} $12,120 ond aver}
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during this period, and after renching very high levels both
Sn 1045wl oo 1051 Aachand ihosatier, Y i

Real incomes

Although in part the inerease In family thcome from 1947
10 1053 reflected the rise in prices, the growth of resl incomes
was alzo subatential over the period.  In terms of ta
amounts, real income (measgrad in constant dollars} in-
ereazed i:.y one-quarter, both on a before- and afier-tax
hagiz, and the increasa in resl income per family was abount
10 percent. .

Av&ruga Family Income

BEFORE - TAX INCOME
OOLLARS
%,000

4,000

2,000

AFTER-TAX INCOME

a000 |- ; -

2,000 - -
0 e & : a3
194 1550 1451 1953 19549

L. 4 DEPAATWENT OF COMNERCE. OFFICE IF EUCHUESS TRONCM IS EERT T ]

_ Tt is appurent thai, &n allowance for the changing purchas.
g power of ibhe dollar wouldd greatly damﬂ}l)an the upward
sbift of family units and dollar inecmas that iz shown in
tahle 2. Howaver, the constant dollar fizures indicate that
thers acourred an upward shift on the real mocome acale alsa,

Mprch 1045

although it was more moderate. This increysa in the num-
ber of relatively well-to-do families is sigpificant from the
statdpoint of evaluating the struectore of eonsumar demand
since chanpes in pattems of spending are to a large extent
dependent on changes in the size of real income.

Relative income changes

The relsiive extent to which different income groups hare
shared in the rise of iocoms theb ocowmrred in the postwar
peried is shown in the aceompanying chart and in table 3,
1 which percentage shares of income received by successive
fifths of consumer wnits ara given for celacted years. The
aseential stability in shares nf%efnre—tax ineome for the past
decade is clearly shown. Omnly slight shifts are apparent,
such az the fractional increasze i the relative sharve of the
three middle groupe and the eorrespondingly small reduction
in the share of the top fifth, Seen against background of
the mojor chnuﬁas in the economy that hnve occurred since
1944, including degnobilization rnd reconversion, the postwar
infletion, and the Koreen conflict, the stability of the relative
ineomne disfribution in this peried is a foding of major
interest.!

Tt shounld be emphasized that the stobility in relative in-
eoma distribntion shown by these fpuree doss not mesn that
ol individual families kept their same rdative position on
the income ecale a2 incomes Increated. New femily umits
were formed and older ones ﬂjaaéppaared and mapy farmilies
that continued throughout the decade shifted their puzition
in relation to cne another at the sama time 8= the distribu-
tion a5 a whole shifted upward along with the rise in average
incomes,

_After-tax relative income shares, shown in the right sce-
tion of table 3, were also essentially stable from i950 to
1953, {(Corrasponding after-tax estimates have not been
Erepar&d for carfier vesrs.) Rates of individual income tax

ava changed over this period, and have resulted in changes
in its gradvation. These changes, howaver, have not been
lerga enough to modify significantly the velativa impact of
the tax t:in ttili]aagm&dﬂm{?DME %Irgugi shown in the tig.b e, and
& more de &1 o HNedess to briny out
their diferential ‘eﬂ’anﬁm =y e

The relative siza distribution of income during the poat-
war period differs from the patterns ohssrved for the 1930%
and 1920's. Comprehenszive dats for these earlier periods
mvenﬁn_ﬁ sarg nad al} income renges sre not available,
;:p]ln, 5 ; t:h ormation #8 exists iudicﬂ.:sbthat the relntitﬂjre

Ace o 8 Upper InCOIe B een significan
lowrer in recent years than in %ﬁ:u;frewar Period, ¥

Tha reduction has apparsntly reflected two factors: First,
8. decrease in the relstive importance in the income total of
types of income—smeh as dividendes—which acorue in large
propocsions to the upper income groups; and second, a re-
duection in dispersion within major meome types, particularl
wnggs_ and sataries. Tha poatwsr dats show considerabie
stability in the propertions of the major incoins types and
alsp in the dispersion of wages and ics, and are in har-
mony, therefore, with the stability in the relative size distri-
bution of total fomily income in this period.

1. Tha pattern of stablity holis wiso for the noptertn mol6gearsms famlly token by
i S SR s ot Sy Sy Ll s ke
w m#ﬂhln?ﬂmﬂglmr pmﬂmﬂmn?:l{mm mm&‘ﬂ"mt m%lﬁ?llu Ihmt']f'u
nmmﬁmg pumnmmshwnmuilca. Tmmmpmsawitwmhltm:
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Family Groups and Individuals

The grest bulk of the 50%¢ million consumer nnits in 1953
eonaisted of nonfarm fomilies, Comprising all onite of two
or more persons other than the farm group, they numbered
more than 354 million. Farm operator jes—all foo-
ilies_operating fortos whether tenani- or owner-operators—
toteled ghout 5% million, This up includes full-time
{armers ne well as families whose ing operations repre-
sented only secondary pursuits. TUnattsched individuals,
consisting of persons not living with relatives, numbered §%
miltien. About three-fifths of them lived in their own dwel-
ling unitz, and the remainder as lod or servants in
private homes or in bearding houses and hotels.

Summary datn relating to these thres hroad groups are
shown in table 4. The nonfarm family group received 84
percent of total incoms. Iis average inecms was by far the
higheat—=86 300 28 eompared with $3,480 for farm operator
families, and §2,630 for unattached individuals.

In the light of these averages, it is nol surprising to find
markad differences in the distribution by incoms size brackets
among the thrze groups. Table § shows the predominance
in the lower income zanges of unettached individuals and
farm operator families. Of the 8 million consumer wnits
with incomes under 32,000, 4 million were individuals and 2
million wers form families. Monfarm families predominated
in the middle and upper income . For example, they
comprised more thao 17 million of 20 million consumer
upits in the brackets botween $£,000 and $7,500, and 8
million of the 8% million in the range ahove $7,500.

The disparity in the thres income distributions is shown
also by the percentaszo saleulations in tabls 5. Amopg non-
farm families only 6 percent are estimated to have had
personel incomes under $2,000, and fewer then 30 percent
receivad incomes under $4,006. For farm families, the cor-
responding percentages wera 37 and 72, and for individuals

Percent Distribution of Before-Tax Family Income

Income

Groups

HIGHEST FIFTH

FOURTH

THIRD

SECOND =

ket
LOWEST FIFTH
1947

1944

L & FERARIMEAT OF COMMAERCE. (NTECE OF BUSIMESS CLORONIT

1946

FERCENT OF TOTAL INCOME

1950 1951

SEslg=10
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46 and 83. TIn contrast, the proportions of nonfarm families
in the middle snd uwpper ncome brackets were much higher
than those For farm ifies and individuals.

Low income groups

These differences mnong the thyee component income dis-
tributions throw additional lisht on the significance of the
overgll dats. In particular, they permit a partial svaluaticn
of the economic pesition of conswmer vpits in the low brackets
of the income seals.

Table :—DHetxibution of Eefore= and After-Tax Family T
v ily Incnrae,
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Fagily persooal Incorma IndivHoal iwroems tax
Gointls - Liability
Thid | 1046 | 1T | 1850 | FOOL | 33 | 183D 14t 13
no| LA | &O] Lo %] % a4
g0 { i (12,9124 11.4 IL& 1o
100 (16,1 | MEgy b4 .4 IT. & i
Q| ERL (2] WP dks FTY )
WO sl R3] Wl BT @4
TRl wrsnmasmanmran 00,0 Jaeet [1o0o froe o frowd (toeo | wer| weo| oo
Top B porektibe v eeevenr o 2.7 [ 23] 209 | 2.4 |7 | T i 2 1% 4 EL %]

Bouran: Ofes of Boseas Beonomles, T 8. Traparsment of Damtorne,

While these brackets inelude large numbers whose living
atandards are inadequate, the total nnmber in these bracket=s
mey give ap exaggerated view of the extent to which this is
the case. It is necessary to take nccount of specinl charee-
teristics which muke the incorme of maoy low inceme recip-
ients an imperfect mensure of their actual sconomic status.

The requiremenis of individuals, for instance, are smallar
than those of typical multiperson families because inpome 6
not usually shared with other bousehold members. Also,
individuals include large numbers—-mogtly young persons—
who were not in active sconomic life for all of the year and
whosa part-yesr earnings, which are reflected in the astatis-
Lics, are not an ugte measnre of their actual eommand
aver goods and services during the year. _

The following figures ere ative of the natnrs of the
cortection necessary to allow for differential reguirements.
In 1#63, when incomns per family (farm and nonform} aver-
aged 36,000, the per capits income of theze families was
$t,650 as comparad with an average of $2,630 for individ-

Table f.=pinjur Croups of Cansumer Units im 7953

Mareh 1955

uals. Thus, on a Eer oapita basis, the relative position of
families and individunds is actually reversed. Undoubtedly
the per capitn figures give oo favorable an impression of
the relative position 1}% individuals since they do not take
inte account economies of family living, differences in the
aduli-rersus-child composition batween the two groups, and
the higher yates nf taxation to which many individuals are
subject. Nevertheless, they indicate that » substantial
allowanee for differential needs and responsibilities is in order
in evaluating the income distribution of this group..

Table S~=Mupjor Gwoups of Consumer Unite by Family Incorme

Lewal in 1953
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In econnection with farm operator families, it shouid be
noted that the 1053 distribution reflocts the fact that the
evarape income of the group in that yeay was below its 1851
peak, although higher than in most others dymrs of the post-
way period.  (OH-the-farm income iz included along with net
mcome from farmjntgmzlnl::]fetermining farily personal income
for farm operator lies.} Thus relatively more of the
farm femilies ware concentratad in tha Jower income ranges
in 1955 then in the peek year 1951. For inséance, sbout 287
percent are estimated to have received incomes below 2,000
m 1953 as compared with 31 percent in 1951,

Morz bosic in dstermining farm family income {ood
nnd Foel pmducaci end consumed on farms is valued st farm
prices, in conformity with tha desipn of the national income
accounés,  An alternative valuadion st retail prices would
heve pdded to farm operators’ incomes nnd remaved some of
the farm units from the low Income range.

Takle &.—Family Composition in 1052
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Furthermore, it is gener agreed thot price lavels are
somewhat lower for rural n for urban gumhea mainly

because of difersnces in the regional distribution of the two
groups, I allowance could be made for this factor, the
regult would also be some reduction in the number of low
incoime farm families relativa to that of nonfarm units,

An additional specific factor which should be taken into
aeccount is ¢hat, on the avernge, farm famiiies are probably
subject to lower effective rates of taxation than the nonfarm
groups, More generally, there are such substantial differ-
enges hetween rural and urben modes of living that it is very
difficult to make meaningiul comparizons of economie stadus
between these proups. .

Some of the foctors which have been reviewed affect the
distribution of ponfarm families also, but their quantitative
impartanee is much smaller. For instance, the preseonce of
?a.rt- earnings affects the interpretation of the nonfarm

amili;e?istrihuuun, sines some young couples that are in-
cluded in the low ranges of that distribution did not have
independent economic staius throughout the year. .
differantizl nesds and respenzibilities that heve been men-
tioned in connection with individusls, must be taken into
account io the case of muoltiperson families as well.  Tofor-
mstion contained in table § throws some Iight ar: this point.

This table summarizes information on the compesiticn of
families in anch }quint.ile, derived from sample data collaciad
by the Burean of the Canans in & fald survey of 1952 family
incomes. Although based on a somewhat different definition
of ingome, broand mferences may be drawm with regard to
corresponding Aifths of families shown in this study.

Particularly relevant in the present connection are the
detg reluting to the average size of fami];g, the proportion of
families without children, snd the age of the family hend. It
con be seen that the asverage fomily size is substantially
smaller in the lowest fifth than higher on the income zeale;
that the proportion of families withous any children is largest
in the bottom group; and that the average nge of the family
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head iz also 1 t in that fifth. All these facts maks it
reasonable to infer that family needs end responsibilities were
emalier on the average among the [ow ingome proups then in
the higher income ranges, and that the distribution of multi-
person family incomes, as well as that of upattnched indi-
vidusals, should be interpreted with this in mind.

The prevalence of {:au]ilfs in the bottom group draws
attention to another factor which is relevent in the case of
individuals as well. = The economic etatns of ratired psoples iz
not olways measured comprehensively by their current in-
coms berause they plan as a maiter of course to supplement
such income by accumulated savings.

Furthmmor%, t.thi}a‘re i= mnm;ﬂa;nb e tu;nﬂ'r.'_rqr in tﬁaﬂ 1:11-
come groups, both nmong multiperzon familiss an vid-
uals, m turnover reflects on the one hand sueh factors ns
temtﬂurﬂr sickoese, mmemployment nod business loss, sod,
on the other hand, the passing vp and down the income scole
that is part of the normsl aconomic life-cycle of the typical

family upit.
Top income groups

In genersl, turnover of this bype eansea a wider dispersion
of incomes meastured on an annial basie than wounld be shown
by an income distribution in which income receipls were
summed over 8 numbar of consecutive yeors, us, the
number of families in the higher, as well a2 in the lower, in-
coTae Yanzes n ooy given year s composed parily of units
that are located there only temporarily.

In the interpretation of the statistics for upper incame

ups other characteristics of the income definition should

a kopt in mind as well. Most important, perhops, is the

fact thet capital gains and losses are not counted as part of

personal income, and that the swnings of stockholders are

measured by their dividend receo'?:m, without ioking into

account changes in their share of uadistributed corporate
enrtHngs,

Technical Note

Ths main source materials on which the estimates of in-
eomne gz distribation are based are the statietics from
Federal individus] income tax retwns prepared in &
form by the Internal Ravenue Sorvies, snd the sample dats
on family neomes collected in annusl feld sutveys of the
Burceou of the Census and the Federal Reserve Board. The
income size distribution serics presentsd here for the pericd
through 1981 were derived by a syetematie combination of
thess two sets of statistics. As part of the integration pro-
sedure the basie data were adjusted 2o thet the totals for the
various types of income—wages and salsTies, HONCOrporite
business incoma, dividends, ete.—would agree with the inde-
Eidantly estimated totals included in the Office of Business

nomics gate personal income series. .
A detail escription of the methods of combining snd
adjust the tox return and sample survey statistics to

derive the income distribution cstimaies for 194447 is in-
cluded in “Income Distribution in the United States, by
Size, 1044-50"" (). 8, Government Printing Office, Washing-
ton 26, Ir, ., 1953, price 85 centa.) *  The following descrip-

4 1 moy bo noted thot rev B Dnve fod hoen madas n Ko 1964=47 sino At Dok 2o
0 Iear ponde ihe rrvioed esthmeaces e e veor of apyregote mﬂw niel 1t com.

£bnt hree boem (epated il L to Hhe o Distribanlint 3d ppke-
mem#,  Most of ¢ ravialons were small wued m virw of tha dotolbed statisical L1
0 otk £lza distritthon s ond the mikor chemges Hiat coold ba coticipared, ibdid pog
el warthwhilo Lo raviso todbstrloudon serbes e thik period.  The lorgost o 5 opplked
vt Tk baron ineotie Godals for 1EH40.ond 1847 which woro redioced by chout 31 B0, This
i e SmESie L i NG S W e o

B r offer L] revislons werg Teh Ame(lor . an m

30del] T bRy did ok Xl 500 nalliton oF 153 (ot L3 pareqnt of kg okl ¥ et

tion relates to the estimates of mcome mge distribution for
Iater vears.

Before-tax distributions for 1950 and 1951

As described in the Income Distribution supplement, the
basic procedure need to derive income size distribution esti-
mates for nonfarm families and unattached individuals for
1944-47 juvolved the following main steps: (1) The deriva-
tion from consolidated Federal mdividual ineome tax returns
of » distribution of individoal earners by size of their wage-
salary or nonfarm entreprencurial earnings; {2} the combina-
tion of these individual earners into family units elassified by
size of family earnings, based on relationships between inds-
widual and family earni determined from the Clensus
Bureau semple survay date; and (3) the addition of other
types of income 16 family earnings to obtein the distribution
of nonfarm families by f{mily ercenal income level.

For 1950 and 1951, n somewhat different in tion of the
source material wos suppestad by two considerations, In
the first place, the apht-income provision introduced for
Federal mcome tax returns in 1945 Jed to & sizable increase
in the number of $wo-income joint returns of husbands and
wives whick would raquire separation under step (1); many
couples formerly filing two separate returns reporied their
combined income on o joint retuwrn omce the split-income
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provision went into effect. In view of the Iack of adequete
up-fo-date indormoetion for separating these returns o method-
ology which would omit this step seemed in order.

A second reason for amending the earlier procedure was
the lack of current sample survey date on the relstionships
botweon individval serner distributions and family enrmin
distributione, such »s ware used in etep (2) of the 104447

rocedure. The latest Census Buresu sample data that
inelnded the necessary cross-classification of thess esrninps
stetistica referved to 1946. However, more nently current
date providing a bridge between tax returns snd families
<l ad by levels of total income (1. e., including dividends,
interest, rents snd_other iypes of income in addition to
eornings) were svadable fromm the Census Bureaw ssmples.
This suggastad a methodology in which tax retumns would
be converted into fﬂmﬂ{' units at a stege where the former
were classified not by levels of sarnings as in the aarlise
methadology, but by ﬁ-.vels of total insome.

The following is & suramary of the major stepa for deriving
the nonfarm family incoma distributions for 1950 snd 1951.

First, Federal individual income tex returns in ench year,
classified hgaa.d]usted gross income bracksts in the tabulaiions
avzilable m the Internal Revenue Service (IRS), were
ghifted to brackets re?resenﬁng income axclusive of net
copital gains. The shifting of raturns reporting sueh gains
{and of their incomes axclusiva of such gainag) was basad on
IBS tabulations for the two vears which showed these
retirns cross-classified by adjusted pross income bracksts

. &nd by net capital gain brackets® In the shifiing procedure
four major groups of returns distingwished n the IRS
tabhulations were troated 2eparately ; joint returos of bushands
and wives, separste returns of husbands, separate returna of
wivas, and single ratwns,

Beeond, the retwmns were combined mic family units.
Incomes reperted on separate returns of husbande and
wives—a relatively smell growp in thiz peried—were coum-
bined on the basis of an estimated eross-distribution in
which the husbands were classified by size of their gwn
income and cross—classified by size of the wife's income, The
main combination step, howoaver, was the addition of the
income of supplemen family income recipienis {pther
than wives) to that of heads (jocluding hnsband-wife
combinations).

The combinaiion was accomplished mainly on the besis of
an unpublishad Census Bureaw study in which the 1949
Federts individua) incoma tax raturns filed by u semple of
family members that were Included in the Census Bureau’s
field survey of £ incomes for that yesr were tabulatad.
These tebulations {o) provided distributions of family heads
(or husband-wife combinations), snd of supplementary
income recipients, by size closges of incorme reported on their
incorna tax relurns, with eseh group further classified by
the number of income recipients in the family of which they

“\wers a part, and (b} cross-clessified the supplementary
income recipients in each income bracket by size of the in-
come of the family Lead (or husband-wife combination}
raported on tax rebwrna.  On the basis of (2}, raturns in ench
bracket of adjusted gross income less capital gain were sub-
drvided inte the following eight groups: heada of farmilies {or
husband-wife combingtions) with 0, 1, 2, or 3 or more
supplementary income recipients; supplementary income
recipients in ilier with 1, 2, or § or more such recipients;
and unattached individuals.

For families with no supplementary income recipionis—
by far the t group—and for unattached individuals, the
distributions required ne combination. For families with

3. Tha atotlstleal proeedures for sres-subienetion fad gian for erom-addition mentloned
in Ih': Eolb::whz porngrapla) ars deerfbed in fetnote &, pape ¥ of the Iomoe Distrbudon
BUPRHECDE,
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one supplementary incoms recipient, the incomes of tﬁ
heads {or husband-wife combinations) were combined wi
the incomes of supplementary recipients on the besis of the
information under (3). For the relatively small groups of
families with twe ¢r more supplementary income recipientn,
where the sample data wers too seanty to provide adeguate
cross-fabulations, the individval incoms recipients swere
combined mto family units bg procedures = to those
uzed_in carlier years for combi 13‘ individual aarners into
families, as described on page 51 of the Income Distnbution
supplement. A combined all-family distribution was then
obtained by quﬁu% ke distributions for the various aurmber-
of-income-reciprent groups, .
The third step was to subiract farm qfemtpr families
included in the tax-return-besed sll-family distribution.
Estimates of the numbers and amounts of ineome to be sub-
tepeted in each income hracket (induding amounts from
nonforin  sCUrces as as reported net farm incoma)
weare derived from IRS tasbuiations of tex rafurns reporting
proprigtorship income in the farming induséry and sample
statistics giving source pafterns of income for farm operators
in various income brackets. As described in the Ineome
Distribution supplement, the size distribution series for the
a that for nonfarm families, is not based

Finolly, the nonfarm family distribution in each yesr was
adjusted to add families not filing tax returns and types of
income 0ot coveved on returns, and alse to adjust reported
ameounts of income so as to agree with the control totals
included in the personal insome series of the Offes of Busi-
ness Economics, Control totals of the aggregate amounts
of income, by type of ingoms, end of the total number of
families wera derived as expleined on pages 53 and 78 of the
Incoma Disiribution qzﬁﬁemﬁuh amilies not filing re-
turns were incleded initinlly by substituting the number of
families with incomes under $1,004 shown In the inflated
s&m%l:rsumys of the Census Buresu for the correspondi
pumber derived in preceding steps. The total number o
nonfarm families in the distribution at this point apgreed
vary closely with the conirol total number of such families
thet had been eatahlished.

Te add tha income not accounted for, a comparison was
first mnde hetwsen the amounts of each mnjor type of
income—-wapes salaries, business and partnership
income, dividends, inteérssi, rent, stc—covered in Ghe tax-
retmn—i;aaqﬂ distribotion for nenfarm families and the
corresponding contral totals for that group developed from
the persopal income series,

Detailed information was availsble for earlisr veors, as
deseribed in the Income Distribution supplement, on tha
distribution by inmome brockets of certain major elements
of incoma that had to be added (nonmoney income, soci
security benefits, and other’ transfer ﬁgﬂmanm,} A dietri-
bation by family inceme brackets o total amount of
ineoms not sovered in the tax-return-based nonfsrm family
distribution was estimnied, teking into 2ecount this informa-
tiom, the distribution of reported iexable incomes, and the
results of the IRS audit studies for 1948 and 1949, The
amount of additions) income in each income bracket was
added 6o the reported pmovnt, and the {nmilies were shifted
up the income scale by using the interpolation procedures
described on page 61 of the Income Distribution supplement.

The szveral steps described above were also carried through
for the year 1947 in order to determine whether the change
in rmethadol had introduced any besie differences in the
income distribution series for ponfarm families. The
resulting distribution was found to be tlosely sunilar to that
pressaied for 1947 in tha Income Distribution swpplement.
Sinee the split-income provision for tax returns was not in
opergtion in 1947 and since ths sample dsta used in the
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Insame Distribution eupplemeni for ecombining earners
inte families applied to adjacent year 1946, the 1047
imeorae distribution for nonfarm families in the sapplement
provided more relizble firures for that year than the pro-
cedure deseribed nbove. i

For form operator families, the income distributions for
1950 and 1951 were derived by essentislly ths same pro-
cedures that are described in the Income Distribujion
supplement and are subject to the same limitations, Tha
gatimates for unatteched individuals were chtained by extrn,
lating the 1947 figures derved in the supplement on the
basis of the increase in the aversage incame of the group,
on the assumption that relative income differences mmong
these individual: had not changed.* It may be notad that
dotailed income-tax-based estimates for unattached indi-
viduals showed practically no chn?a in relative income dis-
tribution during the 1942-47 period. _

Before-tax distributions for 1953

Tabulations of Fedaral individual income tax returns are
ot vet nvailabls for 1953 20 that the estimates for that year
are of n preliminary charscter. Sample daia on the size
distribution of consumer units wers available from the
Fadorsl Raeserva Board’s annual Survey of Consumer Fi-
nances which indicated ¢hat for multiperson families and for
unattached individuels, relative differemces i incomoes wers
easenti the sasme in 1953 as in 1851. Accordingly, the
incoma distribution for each group was estimated here by
extrapolating the corresponding 1951 distribution on the
agzumption of unchenged relative ineorns differonces® A
similar assumpéion was made i the case of the farm oper-
ator family group, and the disgribution for nonfarm femilies
whs nhtainegm subtreoting the farm distribution from the
oll-family ostimntes, Control fotals for 1953 for total
family income and the total number of consumer units wers
ohiained for the three consumer groups Ly the procedures
outlined in the Inecme Distribution supplement.

Federal individual income tax liabilities

Foderal individusl income tax linbility is defined here as
the liability reported on individua! income tex returns plus
an allowance for taxes collacted through subsequent audis,
minis linkilities of militery persomnel not living with their
femilies, minus liabilities on noat capital gains,

i, Thag ey ret Hesd wern simiiar 1o Uveor deserbbed in foateds 12, pags
ﬂtﬁ@ummlﬁn:l tion enpplanaenk, = &,
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For 1950 and 1951, Federal individual income tax lia-
bilities of families claseified by family persensl income
brackats represent esaentin.llg a rearrangement of the
liebiliies reported on individusl income tax Taturns as
tabulated by the IRS, In broad cutline, the procedura for
destving tha family hiability fisires was to shift the reported
Liabilities (ofter subtracting estimsated liabilities on capital
gainz) along with the returns as the leiter were combued
intn family units and shifted from adjusted gross incoma fnto
family personsl income brackats by the procedures outlined
above, Amounts of tex liabilities on cepital gains that were
zithtracted were estimated on the basig of TRS tabulations
showing for each adjusted gross incorne bracket the amounts
ol statutory net capital gains egated for alternative tax,
and the amounts taxed at ordinary rates. The tax on the
former was derived by multiplying ated goins by the
altexrnative tax rate and that on the latier by muliip
other gaing by the average effective texX rate in each brackst,
For ymattacked individuals, 1550 Labilities wera estimated
from statutory tax raies se described on 'Engas T4~76 of the
Income Distribution supplement, and those for 1951 by
extrapolating the 1950 fizures by changes in statutory rates
for single persons with no dependents.

For 1953, for which comparable information from tax
returns wes not available, estimates of linbilities wers
based on changes In statutory tex rates. Ratios of 1963
to 1951 average tex liabilities for given amounts of net
income, based on data sup]illie.d by the Tressury Department,
were applied to the 1951 Lability averages for {amilies and
unatteshed individuale &t corresponding points on the family

ineome scale.

Tha avaragas for 1050, 1951, and 1953 were then adjusted
proporiicnately so that when mulf-lﬂﬁil_:d by the numbers of
consumer units in the various family income brackets they
would account for the estimated total of Federnl individual
income tax lisbility (as defined for the purposes of this
roport} for those years., Al based in part on tax
eollestion data, the estimata of total tox lisbility for 1953 i
preliminary.

Distributions of families and uwnattached individuals by
level of after-tax income were derived for 1950, 1851 and 1953
by subtracting Faderal individual income tax hiabilities from
family personal income in zach family incoma brackat, and
shifting the families down the ineorne scale I:;y using the
interpolation procedures deseribad on pagze 61 of the Income
Distribution supplement.
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